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THE  TAX  QUESTION. 


To  Ratcliffe  Hicks,  Esq.,  Hartford,  Conn: 

Dear  Sir, — Your  open  letter  to  the  Tax  Commission  appointed 
by  the  last  General  Assembly  has  been  received.  Anything  which 
will  provoke  investigation  and  discussion  touching  the  questions 
raised  by  you  cannot  fail  to  produce  good  results. 

We  shall  always  be  afloat  upon  this  subject  until  the  funda- 
mental principle  is  settled,  as  to  what  classes  of  persons  and  prop- 
erty shall  be  liable  to  taxation. 

Your  proposal,  “to  dispense  with  all  taxes  upon  personal  prop- 
erty, because  the  tax  is  so  unequal,  and  so  easily  and  so  univers- 
ally evaded,”  is  open  to  serious  objections,  and  the  reason  given 
for  the  change  does  not  seem  to  be  sufficient.  It  would  be  equally 
reasonable  to  urge  the  repeal  of  all  laws  for  the  punishment  of 
fraud  and  other  offenses  against  society  because  so  few  of  them 
are  ever  detected  and  punished.  The  proposition,  therefore,  to 
lay  the  heavy  penalty  of  all  taxation  upon  the  owners  of  real 
estate,  because  of  the  “frauds”  practiced  by  the  owners  of  per- 
sonal estate,  will  hardly  be  agreed  to.  A public  act  which  delib- 
erately visits  the  sins  of  the  guilty  upon  those  known  to  be  inno- 
cent would  be  an  unpardonable  perversion  of  justice.  W'ould  it 
not  be  far  better  to  provide  such  penalties  for  the  fraudulent  sale, 
transfer,  or  concealment  of  personal  property  as  would  be  effectual 
in  preventing  it  ? 

I disagree  entirely  with  your  suggestion  that  insurance  compa- 
nies, or  any  other  corporations,  should  be  restricted  in  their  invest- 
ments, by  legislation,  to  boundary-lines,  or  to  certain  degrees  of 
latitude  and  longitude,  or  to  any  class  of  securities  fixed  by  law. 

The  General  Assembly  should  have  no  more  to  do  with  the 
loans  made  by  insurance  companies  than  it  has  to  do  wuth  the 
loans  made  by  banks.  It  might  just  as  well  undertake  to  regu- 
late the  rates  of  premium.  When  the  State  applies  a test  of  sol- 
vency, it  has  gone  just  as  far  into  the  management  of  a corporation 
as  the  public  interest  requires. 
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The  first  security  which  the  paternal  government  fixes  upon  for 
insurance  companies  is  government  bonds;  and  yet  it  is  a fact 
that  the  strongest  company  in  the  country,  if  compelled  to  invest 
all  of  its  assets  in  government  bonds,  would  surely  fail,  and  in  a 
very  few  years,  unless  the  rates  of  premium  could  be  raised  to  meet 
the  deficiency  in  interest. 

The  investments  of  large  corporations  should  be  scattered,  and 
widely  scattered,  in  order  to  insure  safety.  Suppose,  for  example, 
that  all  of  the  corporations  of  Connecticut  were  obliged  by  law  to 
invest  their  funds  within  the  State,  or  in  State  securities;  the  effect 
would  be  to  inflate  all  local  values  to  a dangerous  extent,  and  it 
would  either  destroy  the  corporations  or  drive  them  out  of  the 
State.  New  England  does  not  begin  to  be  large  enough  to  absorb 
the  surplus  capital  of  her  moneyed  institutions,  and  nothing  could 
be  more  unwise  and  dangerous  than  to  restrict  their  investments 
within  her  own  boundaries. 

The  following  bill  is  now  pending  in  the  State  of  Illinois,  which 
is  an  indication  of  the  action  likely  to  be  taken  by  other  States  in 
answer  to  such  legislation  as  you  have  suggested  touching  corporate 
investments.  Capital  should  be  free  to  go  where  it  is  most  needed, 
and  not  forced  to  stay  where  it  is  not  needed : 

“Section  1.  Be  it  enacted  by  the  people  of  the  State  of  Illi- 
nois, represented  in  the  General  Assembly,  that  no  Life  Insurance 
Company  organized  under  the  laws  of  any  of  the  States  of  the 
United  States  which  does  not  permit  such  Life  Insurance  Com- 
pany to  loan  its  assets  in  this  State,  shall  carry  on  the  business  of 
life  insurance  within  this  State  or  hereafter  issue  to  any  resident 
or  citizen  of  this  State  a policy  of  life  insurance,  but  nothing 
herein  contained  shall  be  so  construed  as  to  prohibit  such  com- 
panies from  renewing  existing  policies. 

“ Sec.  2.  The  Auditor  of  Public  Accounts  is  hereby  directed 
to  cancel  the  license  of  any  Life  Insurance  Company  to  carry  on 
the  business  of  life  insurance  in  this  State,  the  laws  of  which 
State  under  which  said  company  was  organized,  or  does  business, 
are  in  conflict  with  the  provisions  of  this  act. 

“ Sec.  3.  All  laws  and  parts  of  laws  in  conflict  with  this  act 
are  hereby  repealed.” 

THE  PROPOSED  INCOME  TAX. 

An  income  tax  has  always  been  and  always  will  be  the  most 
odious  form  of  taxation.  The  rental  value  of  real  estate  should 
have  much  to  do  in  determining  the  taxable  value,  and  perhaps 
there  should  be  a difference  in  the  rate  of  taxation  upon  productive 
and  unproductive  real  estate,  but  a tax  uj)on  salaries,  pensions. 
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or  wages,  or  any  other  source  of  income,  as  such,  will  never 
be  submitted  to  by  the  people  at  large. 

I shall  agree  with  you  in  the  proposition  that  manufacturing 
and  industrial  corporations  w’hich  make  no  money  should  be  re- 
lieved to  a great  extent  from  the  burdens  of  taxation.  The  pater- 
nal government  should,  so  far  at  least,  foster  and  encourage  all 
new  and  struggling  enterprises,  and  not  crush  them  by  taxation. 

And  I shall  agree  with  you  that  there  is  no  good  reason  why  a 
manufacturing  stock  which  pays  25  per  cent,  in  dividends  annually 
should  not  be  taxed  the  same  as  a bank  or  insurance  stock  which 
pays  less  than  half  that  amount. 

I do  not  agree  with  you  that  the  poll-tax  should  be  abolished. 
It  is  a tax  which  eveiy  one  can  pay  without  feeling  it,  and,  as  you 
say,  every  one  should  contribute  something  towards  the  expenses 
of  society.  If  the  poll-tax  is  not  collected  it  is  the  fault  of  the 
ofiBcers  of  the  law  or  the  law  itself,  and  not  of  the  principle.  No 
man  should  be  allowed  to  vote  in  any  public  meeting,  on  questions 
involving  an  appropriation  of  money,  or  tax  levy,  who  neglects 
or  refuses  to  pay  a poll-tax  or  property -tax,  unless  the  same  is 
abated  by  the  proper  authority.  It  will  be  very  generally  paid,  as 
it  is  in  Massachusetts,  when  the  non  payment  touches  the  right  to 
vote  in  town  or  city  meetings. 

LICENSES. 

A license  to  make  shoes  or  coats  or  hats,  a license  to  lay  bricks 
or  cut  stone,  a license  to  work,  and  a license  to  look  on,  wall 
hardly  find  a cheerful  response  from  any  one  who  breathes  the 
free  air  of  our  American  institutions. 

The  governing  power  can  collect  no  tax  except  by  the  consent 
of  the  governed.  Perfect  fairness  in  the  distribution  is  therefore 
essential,  or  those  who  are  required  to  pay  will,  in  their  tui*n,  re- 
peal the  law. 

I do  not  agree  with  you  that  the  railroad,  bank,  and  insurance 
departments  should  be  self-supporting,  if  by  that  you  mean  that 
special  fees  or  taxes  should  be  levied  upon  these  corporations  for 
the  expenses  of  keeping  up  these  departments.  If  it  is  for  the 
public  interest  that  such  departments  should  exist  as  a part  of  the 
machinery  of  the  general  government,  then  they  should  be  sup- 
ported from  the  public  treasury,  the  same  as  the  judiciary,  or  any 
other  department  of  the  public  service.  If  the  fountains  of  jus- 
tice should  be  kept  pure,  the  salaries  of  the  judges  should  not  be 
dependent  upon  the  amount  and  quality  of  litigation,  nor  the 
financial  ability  of  the  litigants. 
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The  salaries  of  the  Bank  Commissioners  should  never  be  depend- 
ent upon  fees  and  contributions  from  the  institutions  whose  busi- 
ness they  are  to  supervise. 

The  insurance  companies  in  this  State  pay  in  taxes  about  $380,000 
per  annum,  which  is  from  fifteen  to  twenty  thousand  dollars  more 
per  annum  than  the  entire  expenses  of  the  State  government^  including 
the  Legislative^  the  Executive^  Judicial^  and  Insurance  Departments^ 
the  entire  expense  being  laid  upon  one  branch  of  business  on 
which  the  taxes  yield  a large  surplus  to  apply  towards  paying  the 
interest  on  the  State  debt.  But  even  this  unparalleled  discrimina- 
tion and  injustice  was  not  enough  to  satisfy  tlie  greed  of  those  who 
would  saddle  the  insurance  companies  with  all  the  State  expenses. 
Therefore  they  decreed  that  the  companies  should  pay  the  ex- 
penses of  the  Insurance  Department,  which  was  created  for  their 
own  supervision.  And  the  fees  and  taxes  (in  addition  to  the 
onerous  taxes  before  mentioned)  paid  by  the  companies  doing  bus- 
iness in  this  State,  have  not  only  paid  all  the  expenses  of  the 
Insurance  Department,  but  in  the  last  ten  years  have  yielded  a 
profit  to  the  State,  from  the  supervising  business  alone,  of  about 
S25,000.  All  this  is  wrong,  and  in  violent  conflict  with  every  just 
principle  of  taxation. 

The  ingenious  methods  of  double  taxation,  in  very  many  cases 
and  conditions,  is  a crying  evil  which  should  have  a prompt  remedy, 
e.  g.,  John  Doe  owns  a house  and  lot  worth  and  assessed  at  $5,000 ; 
it  is  all  he  has  in  the  world;  he  desires  funds  to  go  into  business, 
and  he  borrows  from  a savings  bank  $2,500,  which  he  puts  into 
business,  and  is  taxed  thereon;  he  is  taxed  now  upon  what  he 
owns  and  upon  what  he  owes;  before  he  borrowed  the  money  he 
was  taxed  on  $5,000;  now  he  is  taxed  on  $7,500,  as  he  gets  no 
reHef  in  consequence  of  his  mortgage  at  the  bank,  and  at  the  same 
time  the  bank  is  taxed  upon  the  money  which  it  has  loaned  to  John 
Doe.  Such  injustice  is  unpardonable  in  a civilized  community. 

I know  it  is  easier  to  And  fault  than  it  is  to  apply  the  remedy. 
The  first  is  our  privilege,  but  the  last  is  not.  When  we  file  our 
complaint  we  exhaust  our  privilege,  and  the  responsibility  rests 
upon  the  law-making  power  of  the  State,  which  is  charged  with 
the  correction  of  wrongs  and  the  administration  of  equal  and  exact 
justice  to  all. 

Respectfully  yours,  etc., 

J.  G.  B. 


